Economic zone or export processing zone in a country is a purpose-built industrial park with infrastructure designed to suit the needs of foreign as well as local investors. In order to tempt foreign investors into the zones the host developing countries offer a variety of incentives. By encouraging and motivating the multinational companies to settle their Greenfield investments in developing countries, the economic zone scheme acts as a tool for empowering the local economy to gain multiple capabilities and go global increasingly to facilitate income convergence between the industrialized and the developing countries through equitable sharing of the gains from trade. Nonetheless, it is not a magic wand. Its experiences in Malaysia and Bangladesh clearly show that it can create wonder only when it is appropriately designed and managed. It is suggested that Bangladesh borrows a leaf from the rich experiences of Malaysia's economic zone model, to restructure and revitalize her economic zone scheme for greater success.
INTRODUCTION
Industrialization is a phase of a country's economic development in which industries grow faster and gradually come to play the leading role in the economy. This necessitates pursuing an export oriented industrialization leading to economic globalization for free movement of both industrial outputs and inputs. Unfortunately, there are serious political and sociological problems for free movement of labor. At the same time movement of capital is highly limited because of investors' fear of insecurity of their investments in the host developing countries. However, compared to labor, movement of capital is relatively simpler, easier and more feasible. As a result, the scheme of Free Trade Zone or Export Processing Zone (EPZ) came as an innovative mechanism for motivating the capital owners in the industrialized countries to invest and establish plants (Greenfield investment) in the developing countries. It provides adequate incentives and security to foreign investments, but at the same time provide necessary guards against the inherent selfish motive of the multinational companies (MNCs) and protect the benefits of the host countries. In fact it acts like a scheme for guided globalization.
Economic zones in a country usually are purpose-built industrial parks with dedicated infrastructure designed to suit the needs of investors from foreign and host countries. These are named differently in different countries. Terms such as Export Processing Zone (EPZ), Free Trade Zone (FTZ), Special Economic Zone (SEZ), Free Port (FP), Enterprise Zone (EZ), Single Factory EPZ, Hybrid EPZ, Export Processing Factory (EPF), Specialized Zone, etc. refer to similar concepts with variations determined by policy prescriptions and objectives. It is termed as Free Trade Zone in Malaysia and Export Processing Zone in Bangladesh. These are primarily used as tools for economic globalization and export-led national economic growth, and increase in employment, exports, and foreign exchange earnings. Modern economic zones could be publicly owned or privately owned or jointly owned Public-Private Projects (PPP). These could be enclaves exclusive of the national economy or inclusive and integrated with the national economy. Integrated ones are preferable for national economic development.
Of the many nations that have used EPZ as a strategy for industrialization, Malaysia is among the most successful. It has done so well. It is the 29 th largest economy in the world. However, Bangladesh is no less endowed with resources and human capital compared to Malaysia. The two countries had the same background of colonial and agrarian economy. But the later has clearly broken away from the rank of the less developed nations to that of an emerging middle income nations on its way to becoming a fully developed economy. This contrasts with the modest success of Bangladesh. Therefore, a critical analysis of the performances of the economic zone regimes in the two countries will be very helpful to plan useful policy guidelines for Bangladesh EPZ scheme to be able to play its full potential role.
MALAYSIA'S INDUSTRIALIZATION & ECONOMIC ZONE REGIME
Malaysia's industrialization and globalization approach is a strategy of growth with equity. It can be best described as a strong market embedded into a strong government and is driven by Malaysia's vision of becoming a fully developed and industrialized knowledge-based nation by the year 2020. It is a highly target oriented phase by phase approach strictly monitored and modified as necessary by compromising efficiency for effectiveness. Fostering national unity and growth with socio-economic justice through broader quantitative and qualitative participation of all groups of people at all levels of activities are the hardcore and touchstones of the approach and its tools and strategies. It is guided by long-term plans such as New Economic Policy, Outline Perspective Plans, National Development Policy, various Industrial and Knowledge based Master Plans, etc. It is pursued through medium-term operational plans such as five-year Malaysia plans. In 1991 Malaysia formally articulated her vision as a blueprint of national development over a period of thirty years under the name Vision 2020, to transform herself finally from a developing to a fully developed nation not only in economic sense but along all the dimensions: economic, political, social, spiritual, psychological, and cultural. The country projects per capita annual GDP to grow at the rate of 7-8% and expects annual GDP per capita to rise from $2,000 to $17,000. Accordingly, her level of globalization and level of industrial competitiveness have been on steady increase since 1970. Recognizing the danger of the deceptive nature of capitalist globalization, Malaysia approached economic globalization very prudently through a strategy of export-oriented industrialization with internal and external investments, but without yielding to any pressure and influence of the dominant nations and international organizations. Distancing herself from the capitalist mould and upholding her own unique personality, Malaysia pursues an economic model that is known today as 'Malaysia model of economic development and globalization' with the 'look east' and 'Malaysia-centric' autonomous identity themes as the mastermind and hardcore, and the schemes of Free Trade Zones (FTZs) and Economic Development Corridors (EDCs) as the cornerstones of its pattern and structure. It is a dynamic approach providing for necessary modifications, extensions, and changes in strategies and actions at different phases of development. With these unique features her development model has become widely recognized as a 'Malaysia model of economic development and globalization for the developing nations'.
The structure and time-path of Malaysia's industrialization and globalization can be summarized from Cheng (2008) as follows:
(1) 1957-1969: Import substitution based industrialization -to encourage growth of domestic industries for producing simple consumer goods mainly for home consumption and increase in employment. (2) 1970-1990: Outward looking industrialization and industrial and social restructuring -to encourage increased foreign investment and transfer of technology in the country and to link the export oriented industries with the domestic sector of the economy. Targets were production for global market, increase in economic growth, eradication of poverty, and reduction in disparity of income levels, education and skill, economic functions, and employment opportunities among different ethnic groups. It passed through the following phases: (i) 1970-1980: Growth of export-oriented light industries -creation of free trade zones (FTZs) to attract local and international investments and production for export. (ii) 1980-1985: Growth of heavy industries -through establishment of some government pushed and supported heavy industries like automobile, steel, cement, and petrochemicals, under heavy protection from outside competition. (iii) [1985] [1986] [1987] [1988] [1989] [1990] : Trade and investment liberalization -to bring structural adjustments in the industrial sector. Privatization was mooted to transform many government owned companies into government linked companies (GLC). Restriction on foreign equity was relaxed allowing foreign investors to be able to hold up to 100% of the equity. (iv) 1991-2020: This is the phase of taking the economy to its full maturity, through rigorous tests of international competitiveness, and stepping into the state of affluence to mark the full realization of the vision of becoming a fully developed and industrialized knowledge-based country underscoring national unity and socio-economic justice.
THE ECONOMIC ZONE REGIME
This scheme, as a strategy for industrial development, started in 1970s. It was reformed and modernized in 1990 to make it more integrated with the national economy through backward and forward linkages of companies located in the zones. In recent years, it launched 4 large economic development zones in a bid to ensure a balanced development of the country.
Structure of the Scheme
Malaysia's economic zone regime includes Free Trade Zone (FTZ) and Economic Development Corridor (EDC). It refers to an area mainly designed to promote entrepot trade and for manufacturing industries producing goods for export.
(1) It is comprised of: (i) Free commercial zone for commercial activities which include trading (except retailing), breaking bulk, grading, repacking, relabeling, transit, etc., and (ii) Free industrial zone for manufacturing activities for all goods except the prohibited items. b. Sarawak Corridor of Renewable Energy (SCORE) (5) To be placed in the zone a company must export at least 80 % of its outputs.
Special Attractions for Foreign Investors
(1) Political stability and a state-of-the art industrial infrastructure, and, most essential of all, the security for investment. (2) Most convenient geographic location with deep-water ports, modern sea and airports, transportation system, steady power and water supply, and other financial and institutional infrastructure. Smartness of Malaysia's economic zone scheme lies in it's dynamism: a) commitment to protect the national interest as well as the interests of the enterprises housed in the zones, b) commitment to directing industrialization towards a balanced development of all parts of the country, and c) constantly accommodating to the changing circumstances along the processes and stages of industrialization and globalization. However, the political will, commitment, and stability, and a highly disciplined (uncorrupted) management can be said to be the most distinguishing feature of her free trade zone scheme.
Achievements
Despite the increasing global competition for receiving FDI, Malaysia continues to attract global foreign investment outflows. Economic Zone regime most successfully played the pivotal role in the export-led industrialization strategy. Success of Malaysia's industrialization and globalization can be largely attributed to the success of her economic zone scheme. It is the center of gravity of the FDI inflows. About 61% of the FDI inflows landed in the zones. It accounted for about 80% of national's merchandise exports (ILO 2003) . It caused the diversification of Malaysia's exports. Since the opening up of the investment regime in 1985, the contribution of foreign establishments to total value-added of the manufacturing sector increased from 33.4% to 44.2% (during 1986 -1999) and their employment share increased from 30.3% to 38.1% during the same period (Raquib et al. 2007 ). 
INDUSTRIALIZATION AND EXPORT PROCESSING ZONE SCHEME IN BANGLADESH
Bangladesh is a labor abundant but basically a resource constraint developing country with agriculture as the foundation of its economy. Accordingly its development strategy is primarily based on rural and agricultural development. Large and capital intensive industries are pursued through state owned enterprises (SOE). Small scale and cottage industries are promoted through Bangladesh Small and Cottage Industries Corporation (BSCIC). Export-led industrialization is primarily pursued through foreign investment under the Export Processing Zone scheme supervised by Bangladesh EPZ Authority (BEPZA).
Export Processing Zone Scheme
In Bangladesh, economic zones are called Export Processing Zones (EPZs). An EPZ here is described as a territory or a stand-alone economic enclave in which goods may be imported and manufactured and reshipped with a reduction in duties and taxes and/or minimal intervention by the custom officials. It is an area where potential investors would find a congenial investment climate with custom and tax incentives and simplified dealing and handling procedures. Its primary objectives are to attract foreign (as well as local) investments, create employment, increase and diversify exports, increase foreign exchange earnings, and stimulate export-led economic growth. The scheme was introduced in 1980s. There are now 8 operating public and 1 recently established private EPZs in Bangladesh. These are spread in the country. In the year 2008/9 they housed about 283 industrial enterprises of which75% were entirely foreign owned, 10% were jointly owned, and the remaining 15% were entirely locally owned.
EPZs are managed by the Bangladesh Export Processing Zones Authority. Their primary tasks are:
(1) To provide special areas where potential investors would find a congenial investment climate free from cumbersome procedures; and (2) To provide fiscal and non-fiscal incentives & facilities like easy custom facilities and tax exemptions, repatriation of full capital and dividend, guarantee of safety of investment through various international insurance programs, and assurance of uninterrupted labor supply with minimum monthly wages ranging from $ 30-60 based on level of skill, etc.
Achievements
Achievements of EPZ scheme in Bangladesh are very modest. In 2008/9 (Compiled from BEPZA 2011) it provided 234,000 jobs (0.43% of national total employment), accounted for $2,581.7 million exports (16% of national total export), accounted for $1,582.47 million investment, and attracted a meager amount of slightly over $1billion FDI. However, it has been the major source of the increase and diversification of the national exports. EPZs in Bangladesh are stand-alone enclaves with no or least linkages (integration) with the national economy. As a result, they have very modest impact on the economy. However, recently some reforms have been initiated to encourage and facilitate setting up of privately owned zones and backward and forward linkages of the zones with the national economy.
SHORTCOMINGS AND POLICY GUIDELINES FOR REFORM
In spite of the lowest labor cost Bangladesh has failed to attract any reasonable amount of FDI to expand her EPZ scheme. She greatly failed to gain the confidence of the investors. This is mainly because of perceived poor investment climate arising out of inadequacy and uncertainty of power and water supply, poor roads and transportation infrastructure, lack of security, industrial unrest, political agitations, wrangling and instability, and, above all, lack of full and firm political will & commitment, and wide spread political and administrative corruptions. Papanek (2010) points out that Bangladesh has the potential to get growth rate of 8-10% and create 3-4 million jobs a year if she takes advantage of her assets and opportunities. The crucial requirement is investment of $10 billion FDI a year. At the moment, Bangladesh is one of the most fortunate countries in the world to have the largest percentage of work-age population of youths which is an essential factor for fast economic growth. On the other hand, many multinational corporations (MCs) are aggressively looking for opportunities for investment in low labor cost regions. Therefore, by attracting these Greenfield investors in the country through the EPZ scheme, Bangladesh now has the golden opportunity for industrialization and creation of productive employment for her youthful labor force. She has a great scope to borrow a leaf from Malaysia's smartly designed and managed Economic Zone Model to gear and remodel her EPZ scheme to achieve this goal. Following Malaysia's rich experience, the restructure and reform of the scheme should be based fundamentally on the following crucial aspects : a) firm political will and commitment, b) firm political and administrative discipline (absence of corruption), c) forward and backward linkages of the zones with the rest of the economy, d) mix of public and private owned, and PublicPrivate owned EPZs, e) fast decision making process by the EPZ authorities, f) uninterrupted abundant supply of cheap and quality labor and absence of labor movement, industrial strikes, political agitation and shutdowns, and g) assured supply of quality physical infrastructure including transportation, communication, electricity, gas, and water.
CONCLUSIONS
Export Processing Zone (EPZ) is an innovative mechanism primarily aimed at motivating the capital owners from the industrialized countries for Greenfield investment in the developing countries. Coming from a colonial and agrarian background, Malaysia has become one of the most successful nations in benefiting from EPZ scheme as a tool for industrialization. However, EPZ scheme is not a magic wand for industrialization and economic development. Based on the experience of Malaysia and some other successful nations it is clear that for its success there is need for national political will & commitment, a dynamic structure linking it with the entire economy, and a dedicated and uncorrupted management. EPZ scheme of Bangladesh largely lacks in these requirements. That is why her EPZ could achieve only a modest success. It needs reform and restructuring. Having a similar colonial and agrarian background with Malaysia, Bangladesh has a great scope to emulate Malaysia's most successful economic zone model for the purpose of making her EPZ scheme more dynamic and efficient for greater achievements in the industrialization process of the country. Accordingly a policy guideline for the reform has been suggested in the paper. However, for a more comprehensive policy prescription it may be necessary to study the experiences of some other EPZ applying successful countries like Singapore and China.
